31 de marzo de 2023

Honorable José L. Dalmau Santiago
Presidente

Senado de Puerto Rico

P.O. Box 9023431

San Juan, Puerto Rico 00902-3431

Estimado Presidente Dalmau Santiago:

En cumplimiento con el Articulo 3(l) de la Ley 17-2017, incluimos los estados financieros
auditados de la Corporaciéon para la Promocién de Puerto Rico como Destino, Inc.
(haciendo negocios como Discover Puerto Rico) para el ano fiscal terminado el 30 de
junio de 2022. El referido informe fue preparado por la firma de contadores publicos
autorizados RSM Puerto Rico.

Los estados financieros del ano fiscal 2021-2022 reflejan el resultado de las operaciones
de Discover Puerto Rico para el mencionado periodo y evidencian el cumplimiento con
las disposiciones de la Ley 17-2017 y de las secciones aplicables del contrato con la
Compania de Turismo de Puerto Rico.

Nos complace de igual manera resaltar que este es el cuarto informe consecutivo
recibido de nuestros auditores externos donde validan el cumplimiento de Discover
Puerto Rico con las disposiciones de los principios generalmente aceptados por la
contabilidad en los Estados Unidos y el segundo ano en el que recibimos un Single
Audit sin excepciones.

Seguimos comprometidos en trabajar de manera agil y eficiente para el beneficio del
desarrollo turistico de Puerto Rico y agradecermos siempre su apoyo a nhuestra gestion.

Atentamente,

/?cu;) i @
D 4 ﬂ‘ N
Z B h
J. Fernando Rodriguez
Principal Oficial Financiero

DiscoverPuertoRico.com

500 Calle De La Tanca | Ochoa Bulding, Suite 402B | San Juan, PR 00901, USA
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Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Corporacion para la Promocién de Puerto Rico como Destino, Inc.'s basic financial statements. The
accompanying schedule of allocation of expenses is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the basic financial
statements. The information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the schedule of allocation of expenses is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 24, 2023 on our
consideration of the Corporacion para la Promocion de Puerto Rico como Destino, Inc.'s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Corporacion para la Promocioén de Puerto Rico como Destino, Inc.'s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Corporacion para la Promocién de Puerto Rico como Destino, Inc.'s internal control
over financial reporting and compliance.

San Juan, Puerto Rico

March 24, 2023.
BSH o s

Stamp No. E522973 was affixed to
the original of this report.
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CORPORACION PARA LA PROMOCION DE PUERTO RICO COMO DESTINO, INC.

Management Discussion & Analysis (Unaudited)
Fiscal Year Ended June 30, 2022

As management of Corporacion para la Promocion de Puerto Rico Como Destino, Inc. (the “Organization”), we offer
readers of these basic financial statements our discussion and analysis of the Organization’s financial performance
during the fiscal year ended on June 30, 2022. Please read the information presented in this section and the
Organization’s basic financial statements, including the notes which follows this section.

This management discussion and analysis is intended to serve as an introduction to the Organization’s basic financial
statements, which comprise the following components: (1) Government-Wide Financial Statements, composed of
(i) statement of net position and (ii) statement of activities; (2) Governmental Fund Financial Statements, composed
of (i) balance sheet, (ii) reconciliation of the balance sheet to the statement of net position, (iii) statement of revenues,
expenditures and changes in fund balances, and (iv) reconciliation of the statement of revenues, expenditures and
changes in fund balances to the statement of activities; and (3) notes to the basic financial statements.

Industry Highlights

e Travel and tourism were among the most affected sectors of the economy, with a massive domestic and
international demand reduction amid global travel restrictions, including many closed borders to contain the
COVID -19 virus that has impacted us since 2020. The severe effect on the industry showed some signs of
recovery during the second part of 2021. Conversely, our island’s tourism industry has performed remarkably
well as we continue emerging from the global pandemic. The local industry numbers reveal an impressive story,
with the fiscal year 2021-2022 bringing more visitors, yield, revenues, and jobs with better salaries than ever in
our industry. Considering that the cruise and meeting/events industries have yet to recover fully, makes this feat
is all more impressive.

e Leading the recovery among all domestic destinations has resulted from an effective and efficient execution of
our strategic plans driven by best-in-class relevant research tools, technology, and adaptability to understand and
meet travelers' needs and trends. The access to additional local and federal funds provided the means to reach
new markets, expose our destination to more trade shows and conventions, invest in coop agreements to fuel the
leisure segment and allow the development/continuation of programs and activations implemented during the
previous fiscal year.

e The Organization has influenced $494.3 million in direct economic impact (measured by the aggregated value
of the economic impact of advertising plus the meeting and convention sales, plus the leisure sales), generated
$116.2 million in room tax revenues (49% higher than the best year room tax revenues prior to this fiscal year),
and we have delivered $168.5 million in publicity. Our digital marketing outperforms many competitors and
peer organizations, providing increased referrals to local businesses. The Organization’s sales team has
generated $418.3 million of potential economic impact in meeting/convention leads and restored the future sales
pipeline to pre-pandemic levels.

Financial Highlights

e To carry out its sales and promotion activities, the Organization combined the assignments provided in the
contract with the Puerto Rico Tourism Company (“PRTC”) with the federal funds provided by the financial
assistance initiatives under the Coronavirus, Aid, Relief and Economic Security Act (the CARES Act), the
Community Development Block Grants Disaster-Recovery (“CDBG-DR”), and the American Rescue Plan
(“ARP”) Act Programs. The combination of funds provided the highest operational budget the Organization has
had.
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CORPORACION PARA LA PROMOCION DE PUERTO RICO COMO DESTINO, INC.

Management Discussion & Analysis (Unaudited)
Fiscal Year Ended June 30, 2022

e Room tax collections registered the highest amount ever, reaching $116.2 million for the fiscal year 2021-
2022. The final balance for the fiscal year was an increase of 81% compared with the fiscal year 2020-2021.
The increase in room tax collections allowed PRTC to approve, for the first time since our contract inception,
$5 million as matching funds. These additional funds were billed at the end of fiscal year 2021-2022 and will
be part of the fiscal year 2022-2023 operational budget.

e The Organization increased its revenues by approximately $7 million or 15% from the previous fiscal year,
mainly driven by the matching funds received from the PRTC.

e The Organization increased by approximately $22 million or 64% of its total expenses from the previous fiscal
year. This increase was primarily concentrated on Sales, Marketing, and Promotional expenses.

e The Organization spent approximately 97% of the 2021-2022 fiscal year total expenditures on Marketing,
Sales, Promotions, and Research activities, continuing its efficient use of funds.

¢ The Business Development Fund is committed in approximately 72%. The ability of the Organization to attract
new groups and conventions depends heavily on the availability of incentives to compete with other
destinations. The board of directors have approved $500,000 from the operational fund to supplement this
fund and the Organization’s management are committed to seeking additional funds to increase this valuable
tool.

Overview of the Financial Statements

The primary financial statements of the Organization are prepared in conformity with accounting principles generally
accepted in the United States of America (“US GAAP”), as applicable to governmental entities. Accordingly, the
basic financial statements include two kinds of statements that present different views of the Organization.

The first two statements are government-wide financial statements that provide short- and long-term information
about the Organization’s overall financial position and results of operations. These statements are presented on the
accrual basis of accounting and comprise a statement of net position and a statement of activities.

The remaining statements are the fund financial statements focused on individual parts of the Organization’s
government, thus, reporting the Organization’s operations in more detail than government-wide financial statements.
The governmental funds’ statements show how promotional activities were financed in the short term and what
remains for future spending.

The notes to the basic financial statements provide additional information essential for a complete understanding of

the data provided in the basic financial statements. The notes are an integral part of the basic financial statements.

This space left blank intentionally

Page 5



CORPORACION PARA LA PROMOCION DE PUERTO RICO COMO DESTINO, INC.

Management Discussion & Analysis (Unaudited)
Fiscal Year Ended June 30, 2022
Financial Analysis

Condensed financial information of governmental activities in the statement of net position as of June 30, 2022,
and 2021, is as follows:

June 30 Change
Description 2022 2021 Amount Percent
Assets:
Current assets $ 29,710,514 $ 33,702,618 $ (3,992,104) -12%
Non-current assets 118,450 136,477 (18,027) -13%
Capital assets, net 114,335 83,014 31,321 38%
29,943,299 33,922,109 (3,978.,810) -12%
Liabilities:
Current liabilities 10,129,006 10,711,598 (582,592) -5%
Non-current liabilities 634,353 1,503,057 (868,704) -58%
10,763,359 12,214,655 (1,451,296) -12%
Net position:
Net investment in capital assets 114,335 83,014 31,321 38%
Restricted 1,462,531 698,721 763,810 109%
Unrestricted 17,603,074 20,925,719 (3,322,645) -16%
$ 19,179,940 $ 21,707,454 $ (2,527,514) -12%

As of June 30, 2022, the Organization's total assets consist of accounts receivable of approximately $6.8 million and
cash of approximately $20 million. The decrease in total assets of approximately $4 million was mainly due to (i) a
decrease in accounts receivables by approximately $9.4 million ($6 million related to a decrease in the amount
pending to be reimbursed by the Puerto Rico Department of Housing for CDBG-DR program and a decrease of
approximately $3.2 million in the amounts invoiced and not received from PRTC; and this was offset by (ii) an
increase of approximately $4 million in cash due to the timing of cash received from PRTC as they paid pending
receivables from the previous year, by the end of the fiscal year, and (iii) an increase of approximately $1.3 million
in prepaid expenses.

Total liabilities consist substantially of approximately $4 million in marketing and sales service providers
(approximately $1.1 million for ARP Fund, and approximately $2.8 million for the Fund of Promotion of Puerto Rico
as a Destiny), business development incentive agreements for future events of approximately $2.9 million, accrued
expenses of approximately 2.5 million, and deferred revenue of approximately $1.5 million due to the ARP Fund
portion received that are subject to use restrictions.

Total liabilities decreased by approximately $1.5 million, mainly due to (i) $2 million decrease in invoices due to

service providers by the end of the year offset by an increase of approximately $1 million in accrued expenses and
approximately $140 thousand in deferred revenues as described above.
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CORPORACION PARA LA PROMOCION DE PUERTO RICO COMO DESTINO, INC.

Management Discussion & Analysis (Unaudited)
Fiscal Year Ended June 30, 2022

Condensed financial information of governmental activities in the statement of activities for the years ended June 30,
2022, and 2021 is presented below:

June 30 Change
Description 2022 2021 Amount Percent
Operating revenues $ 54,326,814 $ 47,359,554 $ 6,967,260 15%
Operating expenses 57,740,867 35,295,358 22,445,509 64%
Operating income (3,414,053) 12,064,196 (15,478,249) -128%
Non-operating revenues (expenses):
Interest income 74,815 50,954 23,861 47%
Investment loss (12,676) (79,751) 67,075 -84%
Gain on extinguishment of debt 824,400 824,400 - -
886,539 795,603 90,936 11%
Change in net position (2,527,514) 12,859,799 (15,387,313) -120%
Net position, beginning of year 21,707,454 8,847,655 12,859,799 145%
Net position, end of year $ 19,179,940 $ 21,707,454 $ (2,527,514) -12%

Total operating revenues increased by approximately $7 million, from approximately $47.4 million on June 30, 2021,
to about $54.3 million on June 30, 2022. The increase was mainly driven by matching funds received by the PRTC
in the fiscal year 2021-2022 of $5 million and increase in in-kind donations received from partners of approximate
$1 million.

Total operating expenses increased by approximately $22.4 million during the year ended June 30, 2022, due to a
higher budget that included additional expenses related to new initiatives funded by federal funds and a portion of
the supplemental budget added from prior periods.

During the fiscal year that ended on June 30, 2022, the change in net position finalized in a net loss of approximately
$2.5 million, mainly related that approved budget included an increase in expenses to be covered with reserves from
prior years.

This space left blank intentionally
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CORPORACION PARA LA PROMOCION DE PUERTO RICO COMO DESTINO, INC.

Management Discussion & Analysis (Unaudited)
Fiscal Year Ended June 30, 2022

Capital Assets

Capital assets activity for the fiscal year ended June 30, 2022, is as follows:

Balance as of Balance as of
Description June 30, 2021 Additions Retirements June 30, 2022
Capital assets-being depreciated:
Computer equipment $ 314,680 $ 76,631 3 - $ 391,311
Leasehold improvements 134,714 - - 134,714
Furniture and fixtures 8,714 - - 8,714
Vehicle under capital leases 29,794 45,000 (10,500) 64,294
Booth for trade shows 427,965 - - 427,965
915,867 121,631 (10,500) 1,026,998
Less: Accumulated depreciation (832,853) (90,310) 10,500 (912,663)
$ 83,014 $ 31,321  $ - $ 114,335

As of June 30, 2022, capital assets additions were approximately $122 thousand. As of June 30, 2022, capital assets
amounted to approximately $114 thousand, net of accumulated depreciation and the depreciation expense was
approximately $90 thousand.

Currently Known Facts and Events:

Puerto Rico tourism is leading the recovery of the COVID-19 pandemic among the domestic destinations and
receiving breaking records of visits and room tax revenues during the current year. Access to additional local and
federal funds played a key role in these results and provided the support needed to reach new markets, implement
new strategies, and address the impact of these unexpected scenarios. The federal funds are expected to be used by
the Organization by December 31, 2023. Management is committed to finding new sources of funding that will allow
the Organization to keep the momentum for Puerto Rico tourism, continue promoting in new markets, and expanding
the reach domestically and internationally, in a way that allows the island to remain competitive among the other
destinations.

On September 18, 2022, Puerto Rico was hit by Hurricane Fiona, which created significant flooding and a power
blackout. The South and West regions of the island were the most impacted areas. However, as most of the tourism
regions were able to quickly recover and re-open to the public, the tourism industry was able to operate in those areas
and did not experience a significant negative impact. Recognizing that the South and West regions were experiencing
a different scenario and a slower recovery, the Board of Directors authorized a release of the Organization’s
contingency reserve of $750,000 to promote the region’s recovery.

Request for Information:
This financial report is designed to provide a general overview of the Corporacion para la Promocion de Puerto Rico
Como Destino, Inc. Operation’s finances. Questions concerning any of the information provided in this report or

requests for additional financial information should be addressed to the Office of Finance 500 Calle de la Tanca,
Ochoa Building Suite 402B, San Juan, PR, 00901-1969.
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CORPORACION PARA LA PROMOCION DE PUERTO RICO

COMO DESTINO, INC.

STATEMENT OF NET POSITION
June 30, 2022

RSM

ASSETS:

Cash

Certificate of deposit

Accounts receivable-
Trade
Due from governmental entities
Other receivables

Prepaid expenses

Investments

Capital assets, net

LIABILITIES:
Accounts payable
Accrued expenses
Deferred revenue
Commitments to definite groups

Obligations due in more than one year-

Commitments to definite groups

NET POSITION:
Net investment in capital assets
Restricted
Unrestricted

See accompanying notes to basic financial statements.

Governmental
Activities

$ 20,094,641
1,033,272

317,639
6,508,236
12,575
1,744,151
118,450
114,335

29,943,299

3,962,539
2,463,469
1,476,810
2,226,188

634,353

10,763,359

114,335
1,462,531
17,603,074

$ 19,179,940
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CORPORACION PARA LA PROMOCION DE PUERTO RICO
COMO DESTINO, INC.

STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30, 2022

RSM

Program Net
Revenues Revenues/
Operating (Expenses)
Grants and and Change
Functions/Programs Expenses Contributions in Net Position
GOVERNMENTAL ACTIVITIES:
General government $ 1,102,030 $ 52,497,185 $ 51,395,155
Marketing/Sales promotion 54,961,368 1,829,629 (53,131,739)
Research 1,046,484 - (1,046,484)
Local industry/Community engagement 630,985 - (630,985)
$ 57,740,867 $ 54,326,814 (3,414,053)
GENERAL REVENUES (LOSSES):
Interest income 74,815
Net investment loss (12,676)
Gain on extinguishment of debt 824,400
886,539
CHANGE IN NET POSITION (2,527,514)
NET POSITION - Beginning of year 21,707,454
NET POSITION - End of year $ 19,179,940

See accompanying notes to basic financial statements.
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CORPORACION PARA LA PROMOCION DE PUERTO RICO

COMO DESTINO, INC.

BALANCE SHEET — GOVERNMENTAL FUNDS
Fiscal Year Ended June 30, 2022

RSM

ASSETS:
Cash
Certificate of deposit
Accounts receivable
Due from governmental entities
Due from other funds
Prepaid expenses
Investments

LIABILITIES:
Accounts payable
Accrued expenses
Deferred revenue
Due to other funds
Commitments to definite groups

FUND BALANCES:
Nonspendable
Restricted
Committed
Unassigned

See accompanying notes to basic financial statements.

Fund for the CDBG-
Promotion of Coronavirus Disaster Total
Puerto Rico as a Relief Recovery ARP Governmental
Destination Fund Fund Fund Funds
$ 15,810,305 - - $ 4,284,336 $ 20,094,641
1,033,272 - - - 1,033,272
330,214 - - - 330,214
5,000,000 - 1,508,236 - 6,508,236
1,631,942 - - 20 1,531,962
939,051 - - 805,100 1,744,151
118,450 - : - 118,450
$ 24,763,234 - 1,508,236 $ 5,089,456 $ 31,360,926
$ 2,848,188 - - $ 1,114,351 $ 3,962,539
1,638,282 - - 825,187 2,463,469
32,080 - - 1,444,730 1,476,810
20 - 1,508,236 23,706 1,531,962
1,439,730 - - 786,458 2,226,188
5,958,300 - 1,508,236 4,194,432 11,660,968
939,051 - - 805,100 1,744,151
657,431 - - 89,924 747,355
4,200,000 - - - 4,200,000
13,008,452 - - - 13,008,452
18,804,934 - - 895,024 19,699,958
$ 24,763,234 - 1,508,236 $ 5,089,456 $ 31,360,926
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CORPORACION PARA LA PROMOCION DE PUERTO RICO RShA
COMO DESTINO, INC.

RECONCILIATION OF THE BALANCE SHEET- GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET POSITION
For the Fiscal Year Ended June 30, 2022

FUND BALANCES OF GOVERNMENTAL FUNDS $ 19,699,958

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES ARE
DIFFERENT IN THE STATEMENT OF NET POSITION BECAUSE:

Capital assets are not capitalized in the governmental fund financial statements such
expenditure is considered an expense when they were acquired and consequently no
lease payable neither accumulated depreciation are recognized in the fund financial

statements. 114,335

Commitments to definite groups are not due and payable in the current period and,

therefore, are not reported in the fund financial statements. (634,353)
NET POSITION OF GOVERNMENTAL ACTIVITIES $ 19,179,940

See accompanying notes to basic financial statements.
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CORPORACION PARA LA PROMOCION DE PUERTO RICO

COMO DESTINO, INC.

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

For the Fiscal Year Ended June 30, 2022

RSM

REVENUES:
Grants and contributions
Contributed services

Coop advertising and events participation

Interest income

EXPENDITURES:
General government
Marketing/Sales promotion
Research
Local industry/Community engagement
Net investment loss

REVENUES OVER EXPENDITURES
(EXPENDITURES OVER REVENUES)

NET CHANGES IN FUND BALANCES
FUND BALANCES - Beginning of year

FUND BALANCES - End of year

See accompanying notes to basic financial statements.

Fund for the CDBG -
Promotion of Coronavirus Disaster Total
Puerto Rico as a Relief Recovery ARP Governmental
General Fund Destination Fund Fund Fund Funds
- 30,000,000 1,327,790 8,264,125 12,905,270 52,497,185
1,682,492 - - - - 1,682,492
147,137 - - - - 147,137
- 70,480 - - 4,335 74,815
1,829,629 30,070,480 1,327,790 8,264,125 12,909,605 54,401,629
- 1,102,030 - - - 1,102,030
1,829,629 31,580,635 1,348,023 8,264,125 11,564,221 54,586,633
- 1,046,484 - - 450,360 1,496,844
- 630,985 - - - 630,985
- 12,676 - - - 12,676
1,829,629 34,372,810 1,348,023 8,264,125 12,014,581 57,829,168
- (4,302,330) (20,233) - 895,024 (3,427,539)
- (4,302,330) (20,233) - 895,024 (3,427,539)
- 23,107,264 20,233 - - 23,127,497
- 18,804,934 - - 895,024 19,699,958
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